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The Evolving Role of Microfinance in Financial Inclusion and Sustainable 

Development: A Literature Review 

 

Abstract 

Microfinance is a key driver of financial inclusion, poverty alleviation, and economic growth 

in developing countries. Drawing from Web of Science Core Collection, this systematic review 

of the literature traces the development, influences, challenges, and adversity of microfinance 

institutions (MFIs). Key research directions supporting SMEs, access to finance and socio-

economic development are highlighted in the findings. There are three main keyword clusters 

as found by co-occurrence analysis: financial inclusion, digital finance, and sustainable 

development. International Collaboration between Western Europe, Asia and the US are Global 

Microfinance Research Powerhouse. MFIs have grown, but still face issues like higher 

application fees, regulatory challenges, and low-tech approach. There are still major gaps in 

the research relating to the role the digitalization of financial services plays in SDG 

achievement. Future development of microfinance should explore its potential to reduce 

vulnerability to economic shocks, enhance financial inclusion, and contribute meaningfully to 

global development and sustainability. 

Keyword: Microfinance Institutions (MFIs), Financial Inclusion, Poverty Reduction, 

Sustainable Development Goals (SDGs), Digital Finance. 
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1. Introduction 

 

Microfinance is the provision, to people and companies without access to conventional 

banking, of small-scale financial services including loans, savings, and insurance (Taiwo et al., 

2016). Microfinance primarily assists small businesses and low-income areas in achieving 

financial independence and improving their quality of life. Microfinance drives economic 

development and reduces poverty. By supporting underprivileged groups and small businesses, 

it increases household incomes, stimulates entrepreneurship, and generates employment (Lin 



and Li, 2025). It also enhances financial inclusion, enabling people to establish a strong 

economic foundation and access necessary services. This then supports general sustainable and 

economic growth. Microfinance organizations (MFIs) have proliferated in developing 

countries over the past thirty years, offering underprivileged groups basic financial services 

and significantly helping to lower poverty rates. Nonetheless, questions regarding their 

sustainability and efficiency in helping SMEs (Lwesya et al., 2023) are raised by issues 

including high interest rates, bureaucratic obstacles, and government problems. According to 

international organizations including the OECD, IMF, and World Bank, microfinance 

institutions (MFIs) are increasingly important in advancing financial inclusion, sustainable 

development, and poverty reduction. Even as their activities grow, we must improve 

microcredit access, especially for small and microbusinesses in underdeveloped nations. 

(World Bank 2022; IMF 2024; OECD 2024). SMEs find it difficult to expand and innovate 

because they have limited access to consistent financing, especially in developing nations with 

underdeveloped financial sectors (Beck, T. H. et al., 2007). This disparity stems from risk-

averse institutions and biases against small businesses, which leave their financial needs unmet. 

Particularly in developing nations, microfinance organizations (MFIs) significantly help to 

lower poverty and increase financial inclusion (El-Nasharty, H. et al., 2022). Despite their best 

efforts, small businesses still struggle to obtain funds. More research needs to be done to find 

out how new technologies could improve the work of microfinance institutions (MFIs), making 

them more efficient, easier to access, and better at helping poor areas and achieving the 

Sustainable Development Goals. 

 

2. Data Methodology 

 

This study employs an integrative review, which includes both manual and software analysis. 

This type of review provides detailed information on subject areas that require further attention 

and development. 

     2.1 Criteria for Inclusion/Exclusion 

The research papers and articles were collected from the Web of Science Core Collection for 

the literature review. Advance Search is utilized in the Web of Science Core Collection database 

to narrow down our search to a specified criterion. In the search bar using Boolean operators, 



field tags, and parentheses, keywords used were microfinance, microcredit, micro banking, 

microlending, and micro saving, which displayed 2160 results. We were left with N=1493 after 

narrowing the topic area to business, management, economics, social sciences, environment, 

and finance. Continuing that, we further narrowed the papers by applying filters to document-

type articles and review papers, as well as limiting our language to English, yielding N=770. 

Records were further screened on the basis of B or above in ABDC or 3 or above in ABS, 

yielding a final number of 209 articles. 

 

 

Figure 1 PRISMA Framework 

 

3. Results 

The results below present key findings from analysis, including document publication and 

citation trends, keyword co-occurrence patterns, thematic mapping, and international 

collaboration among contributing countries. These insights highlight the evolving focus and 

global scope of microfinance research. 

 



3.1 A general overview of the work 

            3.1.1 Document publication and citation 

 

Over the past two to three decades, microfinance has attracted a lot of interest, particularly as 

a means of financial inclusion, poverty reduction, and economic growth. Success stories of 

microfinance organizations (such as Grameen Bank) attracted researchers to investigate their 

scalability and possible influence. Showing a long-term trend over almost three decades, the 

graph spans 1997 until 2024. The count of publications gradually increases starting in the early 

2000s, reaching peaks between 2010 and 2015. After 2015, there is a minor drop as well, but 

towards the later years there is some comeback. With rising publications and citations over 

time, the graph reveals a growing scholarly curiosity in microfinance. This trend reflects the 

growing relevance of microfinance in tackling socioeconomic issues and its continuing 

influence on field research and policy shaping. Early 2000s foundational papers gathered 

notable citations over time since they served as the foundation for upcoming studies. Topics 

including women's empowerment, poverty reduction, and social impact produced more 

influential research that was extensively referenced. 

 

The graph emphasizes, over time, the increasing scholarly curiosity in microfinance. While the 

steady rise in cumulative citations reflects the fundamental and continuous relevance of these 

studies in forming policy, research, and practices in microfinance, the rise in the number of 

publications results from their increasing relevance in addressing worldwide socioeconomic 

challenges.   



 

Figure 2 Publication & Citation trends 

 

3.2 Conceptual structure of publication 

3.2.1. Keywords co-occurrence analysis 

 

Keyword co-occurrence is the common presence, frequency of occurrence, and close proximity 

of related keywords observed in many studies. Though they are not exactly the same, co-

occurrence may include keywords related to the same topic and that are similar to one another 

(Aria and Cuccurullo, 2017). Figure 2 displays the co-occurrence network of the most 

frequently occurring keywords in the existing literature. The red cluster (poverty, economic 

growth, credit) focuses on financial development, poverty reduction, and inequality. Green 

cluster (growth, performance, entrepreneurship) emphasizes business sustainability, markets, 

and empowerment. The blue cluster (consumption, microfinance evidence, and impacts) relates 

to microfinance effects on economic and social factors. The orange cluster (education, banking, 

determinants) highlights financial literacy, banking access, and institutional models. These 

groups are linked to each other, demonstrating how microfinance (the main node) connects 



reducing poverty, improving economic performance, and financial development. This supports 

the larger ideas of growth, innovation, and including everyone in financial systems. 

 

Figure 3 Keyword Co-occurrence 

           

            3.2.2 Thematic Map 

 

On a Cartesian plane, a thematic map represents the relevant themes of a conceptual structure. 

The two fundamental parameters for understanding thematic maps are centrality and density 

(Cobo et al., 2015). The level of connection created by a certain theme with other themes is 

represented by centrality, while the magnitude of internalities within the themes is indicated by 

density. Based on the two ideas, a thematic map shows four quadrants and four themes. The 

top right quadrant represents the motor theme (high centrality and high density); niche themes 

are shown in the upper left quadrant (high density and low centrality). The bottom left quadrant 

(low density and low centrality) represents themes that are emerging or waning. The lower 

right quadrant shows fundamental or basic themes (high centrality and low density) (Yu et al., 

2023). 



 

 

Figure 4. Thematic map 

 

Thematic maps categorize themes based on their centrality (connectivity) and density (internal 

development). Economic growth (Motor Theme) is well-developed and interconnected, 

promoting MSMEs, investment, and infrastructure. Socio-Economic Development (Niche 

Theme) has significant internal depth (social capital, poverty reduction), but few external 

connections. Regulation (Emerging/Declining Theme) is underdeveloped and weakly linked, 

with a focus on governance and supervision. Financial Inclusion (Basic Theme) makes broad 

connections (affordability, accessibility) but lacks deep internal complexity. Microfinance and 

digital finance serve as bridges that connect accessibility, innovation, and sustainability. 

Sustainable development combines finance and environmental goals, promoting green 

technology and impact investing. 

 

3.3 The social structure of the publication corpus 

            3.3.1 Countries’ collaboration 



Figure 5 shows the bibliographic network and cooperation among the major nations. The 

region's color indicates how often it has published; the country has more publications the darker 

the blue hue. Lines stand for cooperation; their thickness indicates the degree of nationwide 

collaboration. The map shows worldwide scientific cooperation; darker blue areas, especially 

in North America, Western Europe, and some areas of Asia, indicate more research output. 

Showing as the central hub, the United States is shown with strong lines linking it to nations 

including Italy, India, and the UK, so reflecting regular and successful cooperation. 

Emphasizing regional cooperation, Western Europe also shows strong ties with thick lines 

separating France, the UK, and Italy. With wide-ranging alliances spanning continents, 

including the USA, UK, France, and Australia, Asia—especially India—becomes ever more 

significant. These strong lines show India's increasing impact on local and worldwide research 

systems. 

 

Figure 5. Countries’ Collaboration 

 

 

4. Future research agenda and Policy Implications 

 



Particularly in the economic, social, and environmental spheres, future studies should 

investigate how microfinance might be a resilience-building strategy addressing different 

Sustainable Development Goals (SDGs). Microfinance should be included in more general 

development plans by policymakers so as to guarantee its long-term effects on environmental 

sustainability, financial stability, and reduction of poverty (Egharevba et al., 2016). More 

research is also required to evaluate how technological developments, digital lending 

platforms, blockchain, and artificial intelligence-driven credit assessments impact MFIs 

efficiency, reach, and service delivery (Avickson and Ogunola, 2024). By establishing an 

enabling regulatory environment, funding infrastructure, and offering training courses to 

improve digital literacy, governments should help these technologies to be adopted (Hanna, 

2018). Investigating how financial technology might improve financial inclusion, especially in 

underprivileged groups, is another vital area of study. Reducing digital divides, supporting 

mobile banking solutions, and making sure fintech-driven microfinance projects efficiently 

reach underprivileged areas should be top priorities for policymakers. More research on the 

part microfinance plays in fostering resilience against financial shocks, including financial 

crises, pandemics, and climate-related disasters, is also much needed. Combining microfinance 

with social protection initiatives and emergency response plans will enable underprivileged 

groups to weather economic downturns and bounce back more successfully. Scholars and 

legislators can help microfinance to promote inclusive growth, increase access to financial 

services, and strengthen economic resilience by filling in these research voids. A well-designed 

microfinance ecosystem supported by strategic policy interventions and technology 

developments can be critical in reaching sustainable development and long-term financial 

stability.  

 

5. Conclusion 

 

It is very clear from studying the microfinance industry and finding research gaps that 

microfinance institutions (MFIs) play a big role in reducing poverty and making sure that 

everyone has access to money (Chikwira et al., 2022). Still, limited access to financing prevents 

small and microenterprises from realizing their full potential even with their growing 

participation. Technological advances could make MFIs' operations better by increasing their 

efficiency, reach, and ability to provide services. However, more research is needed to fully 



understand how these advances can be used effectively. Furthermore, there is a lack of 

comprehensive research on the potential use of microfinance as a resilience-building strategy 

to achieve the Sustainable Development Goals (SDGs) in the social, environmental, and 

economic spheres. Strengthening the effect of microfinance and advancing financial inclusion 

worldwide will depend on filling in these voids. 
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